The stakeholder audit goes public by Roberts, Nancy C. & King, Paula J.
Calhoun: The NPS Institutional Archive
DSpace Repository
Faculty and Researchers Faculty and Researchers' Publications
1989
The stakeholder audit goes public
Roberts, Nancy C.; King, Paula J.
Roberts, N.C. and King, P.J. "Stakeholder audit goes public."  Organizational
Dynamics, Winter, 1989: pp.63-79.
http://hdl.handle.net/10945/53396
This publication is a work of the U.S. Government as defined in Title 17, United
States Code, Section 101. Copyright protection is not available for this work in the
United States.
Downloaded from NPS Archive: Calhoun
The stakeholder audit is more widely used by private sector executives in formulating
and assessing business strategy. But the stakeholder audit can be an equally effective





he newly appoinled head of a major govern-
ment agency embarks on a challenging as-
signment: putting together a coherent man-
agement policy in which power and control
of major management decisions are shared
not only among those internal to the agency,
but also with key external constituents, all of
whom may have differing views on what
should be done and how to do it.
Some experts argue that the chal-
lenge is similar whether the executive is in the
public or the private sector. Public and pri-
vate managers alike, they say, are subject to
varying degrees of political pressure, and
both must contend with market and govern-
mental factors.
Others claim, however, that the
public sector requires a unique management
approach. In the public sector, they point
out, the task is to chart a course and define
success without the benefit of such bottom-
line figures as profit or market share, while
legislators, executive leaders, and interest
groups all vie for control over agency direc-
tion. According to this view, the unique chal-
lenge that public management executives face
is the politics of public management: for-
mulating and executing policy choices, and
maintaining support for the agency's goals
and those of its executives in the light of elec-
toral politics and competing demands on its
course of action.
One could argue the merits of both
of these points of view, and possibly even at-
tempt some reconciliation between them.
This article, however, will take a more 63
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managerial approach. We will introduce a
business technique called the stakeholder au-
dit, which executives use in articulating the
organizational mission and formulating or-
ganizational strategies. Our intention is to
demonstrate how this tool can be useful to
public as well as private sector managers. In
fact, we contend that the audit is especially
well suited to assist managers who are con-
fronted with the politics of management —
wherever it is practiced.
We will illustrate the steps and the
process of a stakeholder audit, using as an ex-
ample an audit which was done for a state
commissioner of education. A governor's
first-term appointee and relative newcomer to
state office, the commissioner was assigned to
head a department of education and to pro-
mote excellence in the educational system.
The audit was expected to help ease her tran-
sition into her new position, and to help her
set the agency's direction.
Before we outline the steps of the
education commissioner's audit and discuss
the details of that particular audit, we will
provide a short introduction to the concept of
stakeholder management and describe how it
is typically used. Frequently used in business
to set corporate direction, stakeholder man-
agement provides the rationale for using the
audit and illustrates its potential for public
and private sector executives.
STAKEHOLDER MANAGEMENT
All strategic management models must ad-
dress a number of basic questions. What is
the mission of our organization (direction)?
What strategies shall we use to accomplish
this mission (strategy choice and formula-
tion)? How should we allocate resources in
order to implement our strategies (budget-
ing)? What structures and systems will enable
us to carry out our strategies (implementa-
tion)? And how can we ensure that the orga-
nization is implementing our agreed-upon
strategies (control and evaluation)?
Stakeholder management, as one of
the models, focuses most particularly on the
firm's need to take into account its relation-
ship with specific stakeholder groups as it sets
corporate direction and formulates its strate-
gies. In his book Strategic Management: A
Stakeholder Approach, published in 1984 by
Pitman, Ed Freeman defines a stakeholder as
"any group or individual who can affect or is
affected by the achievement of an organiza-
tion's purpose." Freeman argues that the key
to success in any business organization is the
satisfaction of its key stakeholders. Without
the support of these groups and individuals,
businesses will not survive.
The stakeholder management model
is like other strategic management models in
that they pose similar questions, i.e.. What
do we stand for? What businesses are we in?
How can we achieve our objectives? But only
stakeholder management is relational: It re-
quires that executives be proactive in their
relationships with the external environment,
and develop a willingness to enter voluntarily
into negotiations or discusssions with key
groups. It is considered to be a failure of man-
agement responsibility, under stakeholder
management, to have a solution imposed on
the firm by outside intervention if effective
negotiation could have avoided such a devel-
opment. The ultimate goal of stakeholder
management is to anticipate how stakeholder
groups may affect the organization and then
to avoid or prepare for the environmental
jolts they can deliver.
STEPS IN STAKEHOLDER MANAGEMENT
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There are four basic steps in stakeholder
management. The first step is the identifica-
tion of the stakeholders: groups and
individuals who can affect and be affected
by the achievement of the organization's pur-
pose. This step usually begins with the con-
struction of a "stakeholder map" of all these
individuals and groups. A map for a typical
American automobile manufacturer is shown
in Exhibit 1.
Note that the map includes stake-
holders who are external to the organiza-
tion—such as the financial community. Con-
gress, and government regulators —as well as
internal stakeholders such as the employees.
Note also the inclusion of groups who are
potentially hostile to the organization, i.e.,
unions, consumer activists, competitors, and
OPEC. They are included because stake-
holders are any individuals or groups,
whether internal or external, adversarial or
not, that have the potential to "make a differ-
ence" to the organization. We should also
point out that this map represents very
general categories of stakeholders. Each cate-
gory could be broken down into more specific
groups. Government regulators might be fur-
ther broken down into stakeholders such as
EPA, OSHA, ETC, and so forth.
Determining the stakes for each
stakeholder is the next step in stakeholder



























ganization that each stakeholder has. The
concept of a stake is based on the idea of one's
having something to lose or gain in a given
situation, and therefore the nature of the
stake depends on the issue at hand. Thus the
stake may be tangible (money, material re-
sources) or intangible (time, prestige, self es-
teem), explicit or implicit. Moreover, a stake
may be based on self-interest or on the collec-
tive good, and may be economic, political,
social, or psychological in nature. In the
above example of the automobile manufac-
turing firm, the consumer activists could be
interested in the safety features of a new
model, the environmentalists in the model's
emission rates, the dealers in the pricing of the
new model, and so on.
Once the stakeholder map has been
drawn and each group's stakes identified, the
third step is taken: assessing how well the
firm is currently meeting the needs of its
stakeholders. For example, what is the au-
tomobile firm's current relationship with its
employees? How well is it attending to their
needs? What, if anything, should be changed
to make its relationship with the employees
more compatible with the firm's overall mis-
sion and direction?
The last step in the stakeholder
management process is the readjustment of
corporate priorities to bring the firm in line
with stakeholder interests. It is recognized
that there may be competing claims among
the stakeholders; the stockholders' interest in
maintaining a high rate of return, for exam-
ple, may conflict with the consumers' interest
in providing safety features that could actu-
ally reduce the rate of return, at least in the
short run. But the goal of this final step is to
develop an integrated corporate strategy that
reconciles as many of the competing stake-
holder needs with corporate priorities as is
possible, or at least prepares the organization
to address those that cannot be integrated and
reconciled. The hypothesis supporting this
goal is that creating compatibility between
corporate priorities and stakeholder interests
will produce a good "fit" between the firm and
the external environment, and thus will in-
crease the probability of the firm's profitabil-
ity and survival.
AN EXAMPLE OF PUBLIC SECTOR
STAKEHOLDER MANAGEMENT
In order to illustrate the potential usefulness
of stakeholder management for the public
sector executive, we will describe how a com-
missioner of education, who was the chief ex-
ecutive officer of a state department of educa-
tion, applied the principles of stakeholder
management.
As the governor's political ap-
pointee, the commissioner had been given the
mandate to promote "excellence in educa-
tion." She defined that charge to include mak-
ing fundamental, statewide changes in the
educational system, which she called "Re-
structuring Education." Restructuring meant
redefining the roles of teachers, students, par-
ents, and administrators. More decision-
making authority than in the past would now
be delegated to parents, teachers, and stu-
dents at the school site level, with fewer man-
dates given to the state legislature and district
offices. In order for this decentralization to be
implemented, student achievement levels
would have to be measured regularly, and
teachers would have to be more accountable
than they were in the past. These and other
proposals were part of the restructuring
package which the commissioner hoped to
present to the legislature.
The commissioner spent much of
her first year in office turned outward toward
the various stakeholders in the environment.
As one of her first objectives, she planned
visits by herself and her assistant commis-
sioners to every district in the state within the
first year. She wanted to see for herself the
status of district education, and she planned
to introduce her restructuring campaign
where she felt it needed to be implemented
first —with educators at the district level.
The commissioner's state-wide out-
reach program also included active involve-
ment with the formal education establish-
ment. She designed task forces, advisory
councils, and forums in order to elicit educa-
tors' opinions, and to enlist their active sup-
port for the proposed changes. In addition, a
state-wide survey collected relevant informa-
tion from 250,000 people, and at town meet-
ings people voiced their opinions on a variety
of subjects, including testing, curriculum de-
velopment, and the restructuring of educa-
tion. The commissioner anticipated using
this information to bolster her advocacy of
educational reforms in the legislature.
Despite this considerable effort to
build working relationships with her external
constituency (or perhaps because of it), the
commissioner's efforts to make changes dur-
ing her first year of office began to meet with
resistance. Her reorganization of the depart-
ment, the first major overhaul in more than
a decade, led to complaints from those in the
department, and from the department's key
constituents, that the commissioner was mov-
ing too fast. Challenges to her restructuring
efforts were mounting among the traditional
educational establishment. During the bud-
get review process, the finance department
blocked her change programs, calling them
too costly in a period of fiscal restraint. And 67
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legislators were preparing their own initia-
tives for educational innovation, which they
intended to introduce in the next legislative
session. How was she to build support for her
restructuring efforts in this political context?
STAKEHOLDER AUDIT
In order to help the commissioner clarify her
goals and deal with the growing resistance
she faced to her educational restructuring
plan, we suggested a stakeholder audit. The
audit that we designed for the commissioner
consisted of seven basic steps, as illustrated in
Exhibit 2. The commissioner was presented
with seven questions regarding the educa-
tional system's stakeholders; by answering
these questions she would complete the stake-
holder audit. The questions were as follows:
1. What are the key stakeholder groups
that are affected by or can affect the policies
and programs which you are attempting to
introduce?
2. What is the stake of each group?
3. How have the stakeholders behaved in
the past and what coalitions are likely to form
around the issue of educational restruc-
turing?
4. What is the resource power of each
stakeholder group and its potential coali-
tions?
5. How effective have your strategies been
in the past in dealing with the various stake-
holder groups?
6. What new strategies and action plans do
you need to formulate in order to deal effec-
tively with each stakeholder group and coa-
lition?
7. How effective have your new strategies
been?
Who are the stakeholders? Before
the commissioner began to identify her stake-
holders, she had to decide what to put in the
Exhibit 2
STEPS IN THE STAKEHOLDER AUDIT
1. Identification of key stakeholders and drawing
of the stakeholder map.
2. Determination of stakeholder issues, concerns,
or stakes.
3. Review of past stakeholder behavior in order to
assess the likelihood of coalition formation.
4. Estimation of resource power for each stake-
holder and coalition in order to determine its
ability to take action.
5. Assessment of the relevance and effectiveness
of current strategies for dealing with the stake-
holders.
6. Formulation of new strategies, if necessary, to
manage stakeholder relations, including the de-
velopment of action plans for each coalition or
stakeholder group.
7. Review and evaluation of the effectiveness of
stakeholder management strategies, with up-
dates and revisions planned as needed.
center of the stakeholder map. The choice is
a critical one in any audit, since the person,
group, or entity at the center of the map be-
comes the focus of the audit. There were a
number of possible options in this case, as
there would be in any audit; the department
of education; a specific policy or issue; a
subunit of the organization (i.e., the cabinet);
or the commissioner herself. We decided to
place the commissioner's program of change,
"Restructuring Education," in the middle of
the stakeholder map. This choice put the fo-
cus on the commissioner's ideas rather than
on her as a person. There are occasions when
an individual's personal performance and ef-
fectiveness should be assessed; but in this case
we felt that the commissioner's ideas were the
most controversial aspect of her administra-
tion, and that they, therefore, should be at
the center of attention.
On her initial audit attempt, the
commissioner listed 37 groups that fit her def-
inition of stakeholder After each group was
identified, it was positioned on the map
around the center issue of educational re-
structuring. Working with 37 groups would
have been cumbersome, however, so we de-
cided to leave the first session of the audit
with the objective of reducing the number of
stakeholders.
We opened our next meeting with
the commissioner with suggestions on how to
categorize the stakeholders into larger, more
general groups. After some deliberation, the
commissioner agreed that with nine groups,
the stakeholders' diverse interests were still
represented, but all the groups could be ana-
lyzed with a reasonable investment of time
and effort. Exhibit 3 illustrates the final stake-
holder map.
What is the stake of each group?
The commissioner arrived at our next meet-
ing with a description of the stakes for each
of the nine stakeholder groups. Our discus-
sion focused on where each of the groups
stood on the issue of educational restructur-
ing. Were they for or against it, and what was
the rationale for their position? For example.
the governor put a high priority on educa-
tion. He viewed educational innovation as
the foundation for the state's growth and fu-
ture technological development. He therefore
had a high stake in educational restructuring.
Ultimately, the stakes for each group were
summarized, in a narrative format, as shown
in Exhibit 4.
How have the stakeholders behaved
in the past, and what coalitions are likely to
form around the issue of educational restruc-
turing? Our next several meetings with the
commissioner focused on a discussion of past
stakeholder activity. The purpose of these
sessions was to ascertain to what extent and
in what manner the nine groups would be
likely to form coalitions around the restruc-
turing theme. How had these groups behaved
in the past? Did natural coalitions exist?
Would they be likely to form? This stage of
the audit is particularly important because it
helps the auditor to anticipate not only how
each group is likely to respond as a single
unit, but also how, given the interdependen-
cies of stakeholder groups, the groups might
be expected to operate as a like-minded net-
work in the future.
"The [stakeholder audit] helps the auditor to
anticipate not only how each group is likely
to respond as a single unit but also how,
given the interdependencies of stakeholder
groups, the groups might be expected to oper-
ate as a like-minded network in the future!' 69
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These discussions led the commis-
sioner to identify two broad coalitions that
were forming around her restructuring plan:
one that supported her program of restructur-
ing, and one that favored the improvement
model instead. Mainline educators were in
the improvement group. They included most
school board members, superintendents, prin-
cipals, teachers, and their representative or-
ganizations. They saw restructuring as a
threat to their control over students and to
their decision-making power. They preferred
to press for increased funding and supported
making incremental improvements without
changing the educational system's basic
structure.
Those who were likely to support
some form of educational restructuring were
a collection of business leaders, citizen groups
and their advocates, academics, taxpayers,
the governor, reform-minded educators, and
legislators. Not all had the same orientation
toward change (some wanted more radical
change than others), but most were con-
vinced that the educational establishment
was not capable of change from within. Re-
Exhibit 4
EXAMPLES OF STAKEHOLDER STAKES
1. The governor had spent considerable "political capital" to put the commissioner in office. Education
was a high priority for him. He believed that a strong system of public education would strengthen the state's
business climate and prepare young people for the technological changes coming in the 21st century. He
counted on the commissioner to introduce innovation and to set and meet ambitious goals.
2. Among the offices of the executive branch, the finance department was a very important stakeholder
in the restructuring process. As the "keeper of the keys," it had a stake in cutting costs and ensuring account-
ability. Budgetary restraint was the watchword. The finance department championed the ideas of educational
reform but only within the confines of the current expenditures: it opposed major increases in aid to educa-
tion. It was highly unlikely that any educational reform would be supported by the department unless it won
the finance commissioner's approval.
3. The business community worried about the growing competition among states for new businesses, plant
locations, and jobs. Excellence in education was perceived as a factor that couid tip the scales in the state's
favor and attract new companies. Thus the business community generally supported the restructuring pro-
gram. One business association sponsored a major independent study to evaluate the state's educational sys-
tem and to recommend changes for the future.
4. The traditional educational establishment, although by no means homogeneous in its viewpoint, gener-
ally preferred incremental reform to the radical restructuring of education. It favored the "improvement"
model of education: Retain the present structure and provide more dollars to improve the current services.
The teachers' unions were an example. They declared, "Give us more money and well improve the quality
of education. We don't need radical change." School boards and superintendents, as a whole, also favored
change that maintained the historic balance of power and secured their place at the top of the school district's
decision-making chain.
5. The change agents, a loose coalition of academic, business, civic, and private groups, had a different
agenda. Their primary goal was a complete redesign of education that included a change in the core assump-
tions and premises on which the educational system was based. They advocated competition among schools
for students and programs, accountability for teachers and students, much greater parent/student choice in
educational decision making, and alternative opportunities for entrepreneurial teachers to "sell" their services
to districts. They were strong supporters of Restructuring Education.
6. Legislators were also a key stakeholder since any restructuring required legislative approval to trans-
form innovative proposals into law and provide the necessary funding. There was also a strong commitment
to quality education among legislators, especially those on the education committees. However, the legisla-
tors had formulated their own agenda for educational reform, which they intended to introduce in the next
legislative session.
structuring rather ihan improving education
became their byword.
What is the power of each stake-
holder group and coalition? We had now
identified the two major coalitions forming
around educational restructuring, and our
deliberations during the next meeting with
the commissioner turned to questions of
power. To what extent did the coalitions have
the power to block restructuring or to sup-
port it? The assumption at this point in the
audit was that the commissioner's strategy
choices and the successful implementation of
her strategies would depend to a great degree
on the power of opposing and supporting
groups and coalitions and their willingness to 71
exercise that power. If those who were op-
posed to educational restructuring had little
power, the commissioner would be likely to
make bolder attempts at change. If, on the
other hand, the restructuring advocates had
little power, she would probably take a more
cautionary approach in implementing reform.
What constitutes power varies from
situation lo situation. In the present context,
four dimensions defined resource power
among the stakeholders. The first dimension
was stakeholder access to key decision
makers. Given the statewide political arena,
those who had access to the governor, his ex-
ecutive staff, and key legislators had critical
leverage in the decision-making process.
They had contact with the formal authorities
who were charged with the responsibility of
formulating policy and implementing it. A
second dimension, stakeholder credibility,
also improved a stakeholder's access to the
policy makers and agenda setters. If a stake-
holder had expertise in education, a history of
commitment to educational improvements,
and good contacts among the major stake-
holders, the chances were good that the stake-
holder could gain access to those in authority.
New ideas and policy alternatives make up a
third dimension of stakeholder resource
power. The debate over education for the 21st
century needed the infusion of new ideas and
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creative alternatives to solve current and fu-
ture problems. Those stakeholders who had
viable alternatives for improving education
and meeting the challenge of change were in
a better position to be heard. The fourth
dimension of stakeholder power was resource
control. A group that possessed money, time,
and people committed to an issue would be
able to champion its cause or defend its posi-
tion effectively.
The commissioner rated each stake-
holder group on the four dimensions (access,
credibility, ideas, and resource control); each
group was given a high, medium, or low re-
source power rating on each of the four
dimensions. Groups with high resource pow-
er received a rating of 3; groups with a
medium, a 2; and groups with a low rating on
resource power received a 1. All the groups'
ratings on all four dimensions were totaled;
the stakeholders with the highest numbers
were those with the greatest resource power.
The same procedure was repeated for the two
coalitions that were forming around the re-
structuring issue.
The results of this power analysis
revealed that the stakeholders and their coali-
tions were very closely matched. Those in the
improvement coalition had the support of
teachers, who were perceived as the "most
powerful lobby in the state." Their unions
had a history of delivering the votes when
necessary and "getting out the troops" to
mobilize vast resources to affect the course of
educational policy making. On the other
hand, the coalition in support of the commis-
sioner's restructuring plan had the governor's
backing, the corporate community's support,
and the apparatus of the executive branch of
state government at its disposal. Both coali-
tions had access to the policy makers; both
had resource control, and credibility; and
both had new ideas for education, although
those who supported restructuring of educa-
tion led their opponents on this dimension.
And given the evidence assembled, both were
likely to exercise this power in the debates
over educational restructuring.
How effective are our current strate-
gies for dealing with the stakeholders? The
goal of our next session with the commis-
sioner was to identify the current strategies,
implicit or explicit, that were being used in
dealing with various stakeholder groups and
coalitions, and to assess their level of effec-
tiveness. As a professional educator with a
good sense of humor, the commissioner was
willing to assign grades of A,B,C,D, and F to
the strategies that she and the department had
developed for dealing with the various key
stakeholder groups.
Using this process, the commis-
sioner first identified those strategies whose
effectiveness she believed deserved a grade of
"C" or below. For example, the employees in
the department of education felt threatened
when they were faced with a major organiza-
tional redesign and change, and when they
witnessed the removal or demotion of their
top department administrators. Many did not
fully understand why the changes were
needed or how the changes would improve
department functioning. Many resisted the
commissioner's attempts to change the role of
the department from one of public policy im-
plementer to one of policy initiator. Urifortu-
nately, moreover, the time which the commis-
sioner spent on district visits was time not
devoted to developing a shared vision of
what the department's mission was to be and
how the department's employees were to take
part in the restructuring effort. As a result,
not enough attention was paid to designing a
new organizational structure that would be
compatible with the restructuring goal, and
to preparing the organization's members for
their roles and responsibilities.
What types of new strategies and ac-
tion plans are necessary! The challenge at this
step of the audit was to decide to what extent
stakeholder interests were to be integrated
into the agency's priorities and plans for the
future. If major stakeholders were resistant to
the department's major restructuring goals,
and had the power and willingness to block
them, what should —and could —be done?
Should the goal of educational restructuring
be abandoned, or modified to make it more
palatable to recalcitrant stakeholders, or
should additional strategies be developed to
deal with stakeholder resistance?
In response to these questions, the
commissioner developed what we eventually
referred to as a "bridging strategy." The audit
and the power analysis convinced her that she
and the department needed to take on the role
of system-wide integrator, attempting to
bring together the various factions so that a
coherent policy of educational change could
be forged. The commissioner was a self-
proclaimed "change agent" whose goal was to
restructure education; yet she believed that
few substantive changes in education would
occur without the support of traditional edu-
cation groups such as teachers and adminis-
trators, their backers in the department of
education, and the legislature. Moving too
fast, she now realized, would alienate these
key stakeholders and intensify their resis-
tance to her program. Moving too slowly,
however, would amount to bowing to the
73
pressures of a strong bureaucracy that pre-
ferred to maintain the status quo.
This new bridging strategy also fit
the commissioner's style, which she called
"consensual and participative." She firmly be-
lieved that it was important to take the time
to listen and appreciate alternative views, in-
corporate others' ideas whenever possible,
build a wide base of support before taking ac-
tion, and be patient as people absorb the
change in "their hearts and minds."
The commissioner was well posi-
tioned to act as the bridge between the two
major coalitions forming around restructur-
ing. She knew education well, and was de-
veloping a good base of support among the
citizenry and within the educational commu-
nity. She also had good relations with the
change agent, the stakeholder group which
saw her as a major avenue of educational re-
form. She recognized that by playing the role
of bridge, she might not be able to imple-
ment restructuring quickly; but she also rec-
ognized that achieving gradual changes in the
desired direction would be better than pass-
ing innovative legislation and having it sab-
otaged during implementation. She would
aim to devise mechanisms that could bring
together the two coalitions to create a com-
mon vision and purpose.
Task forces that would bring to-
gether multiple stakeholders seemed like a
good choice. There were precedents for them
not only in the educational community, but
in other policy sectors as well. The state's po-
litical climate and history supported col-
laborative efforts to build a consensus among
constituent groups, and the commissioner,
who had the power to appoint members,
could ensure that major stakeholders were
represented. She could use the vehicle of task
forces to implement the bridging strategy
whenever she deemed it appropriate.
For example, at the governor's re-
74 quest, the commissioner pulled together a
task force of all the major stakeholders for the
purpose of creating a visionary proposal for
state education. This task force was in-
strumental in setting the stage for the passage
and implementation of some very innovative
legislation — the first "statewide choice legisla-
tion" in the country. Although the process
was difficult and often charged with conflict,
the coalition of stakeholders was able to forge
a consensus on state educational policy that
withstood the test of the legislative process.
The bridging strategy thus enabled the com-
missioner to walk successfully the fine line
between the constituents who wanted im-
provements in the current system and those
who demanded its complete redesign.
How effective are the new strategies?
The final step in the audit is frequently
one of the most difficult to complete. Judging
the effectiveness of any strategy can be
problematic, but it is particularly challenging
in government —where effectiveness mea-
sures, even if they can be agreed upon, are
sometimes hard to link directly with an
agency's or an individual's initial strategy.
Evaluation of the commissioner's
strategies took place over a four-year period.
During this period, we collected interview
and survey data from the various stake-
holders who were asked to evaluate the effec-
tiveness of the commissioner's strategies. We
also tracked educational initiatives and legis-
lation; observed meetings, press conferences,
legislative hearings, and task forces; and de-
veloped archival records from local, state,
and national newspapers, reports, and hear-
ings. We compiled a composite of quantita-
tive and qualitative data from which to draw
conclusions about the commissioner's strate-
gies and their effectiveness.
Evidence to date suggests that the
commissioner's bridging strategy was effec-
tive in bringing the two opposing groups to-
gether. There were times when the bridging
strategy appeared doomed to fail: The advo-
cates of restructuring criticized her for mov-
ing too slowly and siding too often with tradi-
tional educational groups, and the opponents
of restructuring criticized her for moving too
quickly and being too closely aligned with
the agents of change. Paradoxically, the fact
that each group accused the commissioner of
siding with the other is perhaps the best testa-
ment to her fairness and evenhandedness,
and of the success of the bridging strategy.
THE STAKEHOLDER AUDIT PROCESS
Conducting a stakeholder audit is a chal-
lenge. Not only is answering the seven ques-
tions both difficult and important, but decid-
ing how to conduct the audit itself is equally
difficult and important. This section of our
article will identify some of the more salient
issues we confronted in conducting the audit
with the commissioner. These issues are also
applicable to others who may wish to con-
sider a stakeholder audit for their organi-
zation.
Before embarking on the audit, the
executive needs to determine his or her level
of commitment to the process. Drawing the
commissioner's stakeholder map alone, for
example, took approximately two hours —in
addition to the hours it took to reduce the 37
stakeholder groups to nine broad categories,
and then to answer the remaining questions.
How much time does the executive have to
devote to the stakeholder analysis? How com-
mitted is he or she? The audit questions were
not, and probably should not have been, an-
swered at a single sitting. We conducted the
audit over a period of several months, and the
commissioner took ample time to consider
each question thoughtfully.
The executive needs to decide,
moreover, how often the audit should be con-
ducted. Choices range from considering the
audit as part of a continuous process used for
formulating, implementing, and evaluating
strategy; to scheduling it only when a major
change in strategy is being contemplated.
Other questions, concerning the
logistics of the audit, also need to be ad-
dressed. Who should be involved in the audit,
and in what capacity? Should organization
outsiders conduct the audit? If it is conducted
internally, how much of the exercise can be
delegated to others, and how deeply must the
executive be personally involved? The com-
missioner chose to answer the audit questions
herself, with our assistance but without the
Yhe commissioner seemed well positioned to
act as the bridge between the two major co-
alitions forming around restructuring. . . .
The objective would be to devise mechanisms
that could bring together the two coalitions to
create a common vision and purpose/' m
aid or participation of other members of her
department. Given the sensitive nature of
some of our discussions, and the competing
demands on employee time, she felt it would
be best to limit department involvement.
However, when it is used as a mechanism to
develop an agency's mission and strategies,
the audit can help people throughout the
agency to share information, generate ideas,
and build commitment — all of which are crit-
ical to the successful implementation of a new
strategy.
Other questions center on the data
themselves. What type of data should be col-
lected, and how should they be collected?
Should data be taken from archival records
such as newspapers, stakeholder reports, or
interviews; or should individuals (and which
ones?) just make their "best guess" as to what
stakeholder concerns may be? What kind of
information, and how much of it, is neces-
sary for accurate assessments of the nature of
the stakes, the potential for coalition forma-
tion, or the effectiveness of strategies? The
answers to these questions depend in large
measure on the number of people involved in
the audit, their ability to empathize with
stakeholder concerns and be self-critical, and
the level of resources committed to the exer-
cise. Options range from assigning groups or
individuals from either outside or within the
agency the task of collecting data from every
conceivable source, to having one person
' \
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supply best guess estimates. The latter alter-
native was selected in this case because the
commissioner was quite familiar with the ma-
jor stakeholder issues, and because of con-
straints on agency members' time and re-
sources.
An issue that is closely related to
that of data collection is how the data, once
collected, will be reduced to some manage-
able form for analysis. An enormous amount
of information can be generated in a very
short period of time. How can it be reduced
in order to simplify the analysis without the
loss of the essential points? In the commis-
sioner's case, working with nine categories of
stakeholders rather than with 37 made analy-
sis much easier, and yet little was lost in terms
of the recognition of major stakeholder con-
cerns. Organizing and structuring data in
new ways helps reveal previously hidden pat-
terns and themes. For example, creating a ma-
trix to assess the power of stakeholder groups
helped the commissioner to estimate the
likelihood of success with the goal of educa-
tional restructuring. The finding that the two
coalitions were fairly evenly matched in terms
of power suggested to the commissioner that
strategies geared toward achieving "radical"
change would be less successful than those
leading toward a more moderate restructur-
ing effort.
The final issue to be considered here
is strategy evaluation. Who should conduct
the evaluations, and how formal should they
be? Should the commissioner simply give her
best estimate of how well the strategies are
working, or should some independent group
be called in to conduct the last step of the au-
dit? Both of these options have advantages
and disadvantages. Independent evaluations
can be expensive and time-consuming —but
the data they provide are free of an organiza-
tional bias. On the other hand, it is useful to
have an evaluation component built into the
organization in the event that a more immedi-
ate response is required. An organization
with a monitoring process is in a better posi-
tion to pick up advance warnings and change
strategic direction if that becomes necessary.
We combined the two approaches in evaluat-
ing the commissioner's audit.
An additional challenge of strategy
evaluation is determining the criteria by
which strategies are to be assessed. For the
commissioner's purposes, potential criteria
were the enactment of legislation, increases
in budget expenditures, and the level of com-
plaints and opposition from stakeholder
groups, in this case, we used all three criteria,
and decided on this basis that the bridging
strategy had been effective. Which criteria are
used depends on the strategy pursued and its
particular context.
Another related issue is how much
time should elapse before strategies are
declared effective or ineffective. Our evalua-
tion spanned four years; and a shorter evalua-
tion might have yielded different results. The
number of stakeholder complaints and the
level of dissatisfaction varied during the
evaluation period, as did budget allocations
being made to the department of education
and the number of restructuring laws being
passed in the legislature. Consequently, there
were times when the commissioner's strate-
gies looked problematic. This was especially
true of the bridging strategy. Each coalition
saw it as helping the other and it sometimes
seemed that rather than building a consensus
among them, the commissioner was alienat-
ing all the stakeholder groups. But at what
point should the final determination be
made? Conflict marked the deliberations
within the task force, especially as the time
drew near to deliver a visionary proposal to
the governor. Queried after the first legisla-
tive session without much enacted legislation
to show for their efforts, many stakeholders
voiced disappointment in the outcomes and
the work of the task force. In the following
year, however, after some critical restructur-
ing legislation had passed, many stakeholders
were willing to credit the task force for its
contribution to the development and enact-
ment of the innovation laws. Ultimately,
then, the question is what to do when faced
with a setback. Should strategies be revised,
or should greater efforts be made on their be-
half? If they are not working, or if they are
working with some stakeholders and not with
others, at what point should they be reformu-
lated or replaced?
Questions of timing are basically
questions of subjective judgment, and for this
there is little guidance in the audit process.
Perhaps the key is to be sure that the ques-
tions are asked and that one remains open to
the possibility that the strategies will have to
be modified or even rejected as events unfold
and unanticipated consequences result. Cau-
tion should also be exercised in making the
determination of whether the strategies that
have been pursued are the direct and sole
cause of the outcomes identified. For exam-
ple, developing the innovative legislation
which eventually was passed required the col-
lective efforts of many individuals and
groups over an extended period of time. The
commissioner's bridging strategy was only
one factor among many that played an im-
portant part in the policy innovation process.
It would be hubris to suggest otherwise in
such a complex system as state government.
LESSONS L E A R N E D •• •
Although it is difficult to trace the effective-
ness of particular strategies, it is easier to
identify with certainty the lessons which the
commissioner learned from the stakeholder
audit. Some of these lessons have already
been discussed in the previous section; we
will conclude with observations of a more
personal nature. Our presentation of these
learning points may suggest how others
might find a stakeholder audit of value in
their current or future situations.
The commissioner's initial insight
from the audit came when she saw the ex-
tended stakeholder map for the first lime. The
extensive network of relations of which she
was a part overwhelmed her in the diversity,
number, and interdependence of its members.
She had not been prepared for such complex-
ity, and attributed some of the difficulties she
had been experiencing during the first year to
her lack of understanding of key stakeholders
and their concerns. Drawing the map helped
her to see who and what she had to take into
account in order to succeed in achieving the
restructuring goal. The map also helped her
to formulate what her role in the intricate
web of associations would be; a system in-
tegrator, or "peacemaker," who would at-
tempt to bridge the divergent interests of mul-
tiple stakeholders at the same time that she
was pressing for the visionary changes she
felt were essential for the future. She walked
a very fine line between system maintenance
and system change; the audit would help her
to cope with the challenges that she would in-
evitably face.
The commissioner also became
aware that by moving from the position of
district superintendent to that of commis-
sioner of education, she had actually reduced
rather than increased her autonomy. As a su-
perintendent, she had felt that she had much
78 more power to set direction for the school
district than she felt she had now. Her current
position as a politically appointed commis-
sioner was akin to that of a school principal,
who looked to a superintendent for direction
much as she now looked to the governor. For
those executives who change their level of
management, this is an invaluable lesson to
learn, preferably sooner rather than later.
While it is generally assumed that greater
power and control devolve from higher of-
fice, in actuality just the opposite may be
true. An executive has to share power with
more and more powerful executives, peers,
and members of the legislature as he or she
ascends the organization's ladder.
Another valuable lesson which the
stakeholder audit taught the commissioner
was the importance of proactive manage-
ment. As she completed the stakeholder map,
the commissioner realized that she and her
department were stakeholders in other maps.
In fact, other stakeholders had their own
strategies and action plans that did not neces-
sarily coincide with hers. Unless she was
proactive in managing her stakeholder rela-
tions, there was a good possibility that she
would find herself working on someone else's
agenda rather than pursuing her own.
The commissioner also learned the
importance of practicing priority manage-
ment rather than time management. Initially
she was concerned with the toll her eighteen-
hour workdays were taking on her personal
life and her health. She came to realize, how-
ever, that she could shorten the workday by
knowing what was important, who was im-
portant, and when things were important to
attend to and when they were not. As the
commissioner described the process, the
stakeholder audit helped her to "put things in
perspective" and focus on the "things that
mattered." She was able to "step back and get
out of herself" and view the larger picture.
Her vision became more "holistic" in nature,
and less clouded with details of the multitude
of problems that crossed her desk every day.
Armed with this understanding, she was now
freer to allocate her time and energy to those
issues that made a difference.
Thus the stakeholder audit can be a
powerful tool for the public sector executive,
just as it is for the private sector manager, es-
pecially when he or she is embarking upon a
major change effort. The forces which are un-
leashed during the change process are often
unpredictable and certainly difficult to con-
tain. Without a compass such as the audit to
help steer the course, the executive can easily
lose direction and focus. The audit will not
solve all the attendant problems of change —
but it can help the executive to diagnose the
situation; balance the many competing and
valid interests which need to be addressed;
and, ultimately, take action to accomplish the
desired change.
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